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What Others Are Saying 


| enananatee insured through the Connecticut automobile assigned risk plan caused $129.60 
in insurance losses for bodily injury for every $100 of premiums during the five latest 
policy years available 

Most drivers, of course, aren't assigned risks. Assigned risks are motorists whose driving 
records are so bad they can't get insurance on the open market. To accommodate them, insur- 
ance companies share the heavy financial drain of these undesirable risks. 

Common sense indicates, it would seem, that drivers who have such a poor record of 
safety as to be unable to obtain insurance in the open market should be forbidden to drive. 
Keeping them off the roads entirely may work a hardship on them, but it provides a measure 
of safety for other users of the highway. 

As Governor Ribicoff has commented many times, and as Connecticut's experience with 
suspending licenses has shown, drivers are willing to gamble with their lives, or pay a financial 
penalty, but they are more concerned about losing their right to drive. Instead of penalizing 
insurance companies, and consequently other motorists, drivers with conspicuously bad records 
should be denied the right to drive at all, at least for a long enough time to teach them to be 





careful 
Editorial, Meriden, Conn., Record 


Several major insurance companies in Illinois have proposed that the 
state adopt a merit rating system, under which skilled and careful drivers 
would pay less for collision insurance than those who have been responsible 
for accidents. The plan seems to us wholly sensible and just. 

The main objection to the merit rating plan is that it might make insur- 
ance prohibitively costly for poor drivers, who need it most because they are 
the most likely to be involved in accidents. Victims of a careless driver who 
isn't insured would have less chance of collecting damages. 

Raising the rates for poor drivers, tho, should give tham that much more 
incentive to improve. The merit system is simple justice; careful drivers who 
don’t cost the insurance companies anything deserve a break on premium 
payments. They shouldn't have to help subsidize the reckless drivers’ urge 


to live dangerously. 
Editorial, Chicago's American 


(The special automobile policy and safe driver rating plan of the National Bureau of 
Casualty Underwriters and the National Automobile Underwriters Association became ef- 
fective in Illinois December 1.—Editor) 


Whatever the State Board of Insurance eventually does about automobile insurance rates 
and the controversial safe-driving plan, the fact remains that the whole blooming business of 
just how much burden the car owner must bear in this field is in his own hands. The most damn- 
able thing, of course, is that the careful, courteous driver is made to suffer by the wild and 
woolly gang that has little regard for the life and limb and property of the people in general 
The over-all responsibility for doing something about high insurance rates is right where it has 
been all the time—on the shoulder of the car owner himself. 


Editorial, Beaumont, Tex., Enterprise 
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The decade just ended, us it affected the fortunes of the stock- 
agency companies, has been one of change, excitement and 
sometimes frustration. Appraisals of what the coming year and 
the coming decade might hold in store are presented below. 


THE 


SUSPENSEFUL 
SIXTIES 


By Eugene F. Gallagher, 
Manager-Secretary, Chicago Board of Underwriters 


HAVE JUST COMPLETED a 
most interesting and signifi- 
cant decade—a decade at the 
outset of which we were told that 
the business was about to depart 
from the traditions and prece- 
dents which had partly immobil- 
ized it; that we were embarking 
upon a new era which held much 
of promise and advancement. 

And it was about time. In the 
forties, we had seen our stock- 
agency companies increase their 
fire premium writings, but at 
the same time they were losing 
their relative position in the busi- 
ness. There was an ever-increasing 
inroad being made by the com- 
petition operating on a different 
philosophy. 


Ww: 
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A great many changes did take 
place, true, in what was referred 
to a decade ago as the “Fabulous 
Fifties.” Nevertheless there are 
some cynically inclined who look 
back upon that 10-year period, 
not as the “Fabulous Fifties,” 
but rather as the “Frustrating 
Fifties.” 

This was a decade in which a 
company took some degree of 
satisfaction in reporting that in- 
stead of losing $20 million in 
underwriting as it did in 1958 it 
only lost $13 million in 1959. It 
was a decade in which a number 
of companies found that operat- 
ing income did not, in itself, pro- 
vide sufficient funds with which 
to pay dividends; and these, in 





part, were paid out of surplus. 
It was a decade in which agency- 
stock companies wrote more dol- 
lar premium than in any previous 
10 years—but failed to grow with 
the national economy and stead- 
ily lost ground to mutual and 
direct writing companies. 

Well, we have just emerged 
from the “Frustrating Fifties” 
and are embarking upon another 
new decade. And things are going 
to be better for the agency-stock 


companies; we can be sure of 


that. In fact, there’s not much we 
can do except to improve if we 
change at all. 

The years ahead do indeed 
hold much of opportunity and 
promise. There will be great eco- 
nomic growth, a definite increase 
in our gross national product— 
an increase in insurable values. 
But there are still problems which 
confront the industry and which 
must be recognized and solved. 

Success in the years ahead 
cannot be attained with apathy 
and irresolution nor by blind ad- 
herence to tradition. 

It is obvious that we must ac- 
complish in the coming decade a 
number of things which have 
been left undone. If the agency- 
stock type of operation is to re- 
gain the position it has lost and 
if it is to take advantage of the 
opportunities which the coming 
years will bring, it must effect 
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reduction in the over-all expense 
of operation. There must be made 
available a greater proportion of 
the premium dollar to pay losses. 

Certainly the most serious 
problem which continues to 
harass the agency-stock com- 
panies is the automobile situ- 
ation—not only because of itself 
but because of the indirect effect 
upon an agent’s production of 
collateral lines when the automo- 
bile business is lost. 

But the automobile problem is 
by no means the only one. The 
many problems and impending 
changes will require judgment 
and intelligence and initiative in 
their solution. 

What, then, do the “Sixties” 
have to offer. As I see it: 

@ There will be more devia- 
tions in fire rates than most of 


RE PI 2. ED MERE TT EAL 


Mr. Gallagher has been in the in- 
surance business more than 30 
years, and until recently served as 
fire and marine manager in Chicago 
of the Standard Accident Insurance 
Company and its affiliate, Planet 
Insurance Company. An authority on 
insurance matters, he is known 
throughout the country as the result 
of innumerable speaking appear- 
ances and frequent contributions to 
publications. 
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us ever dreamed of, and an in- 
creased tempo of competition 
for personal fire lines, especially 
from the direct writers who are 
girding for a real drive. 

@ Direct writer specialty com- 
panies will become more compe- 
titive on the commercial lines 

@ We will see the introduction 
of more installment premium 
payment plans, even monthly, 
when there is a realistic mini- 
mum premium. 

@ We will see the introduction 
of continuous policies in the sim- 
ple mass market personal and 
automobile lines. If it can be 
shown conclusively that it effects 
economy the growth of direct 
billing is inevitable. 

@ We will see, at last, an awak- 
ening on the part of the com- 
panies that flat cancellation is an 
unwarranted expense to both 
company and agent and the prac- 
tice will be drastically curtailed. 

@ A great many more com- 
panies will enter the market with 
large deductible fire contracts. 

@ The companies will become 
more reluctant to write policies 
so small that they produce a loss 
even though no claim is ever pre- 
sented. There is no good reason 
why the business should write 
these small premium policies at 
a guaranteed loss and subsidize 
such business by premiums col- 
lected from others. 
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@ With a growing realization 
that low insurance to value has a 
most adverse effect upon the 
dwelling experience, the coinsur- 
ance principle will be applied to 
such business. 

@ Eventually the business will 
become convinced that the pay- 
ment of small nuisance losses de- 
parts from the basic concept of 
insurance and adds unjustifiably 
to the cost of operation. Today 
49 per cent numerically of all 
fire and extended coverage losses 
are for less than $50. In many 
cases the cost of adjustment far 
exceeds the actual loss. There- 
fore the use of small deductibles 
applicable to all perils covered 
by the fire policy may well-be 
introduced. 

@ Increasingly federal and 
state government will attempt to 
encroach upon the province of 
private enterprise insurance. 

@ We will see more mergers of 
companies—mergers of fire and 
casualty companies and mergers 
of life companies with fire and 
casualty companies. With more 
freedom and independent action 
the burden placed upon smaller 
companies may well be unbear- 
able. Protected, in the past, to 
some extent by bureau restric- 
tions these companies will find 
themselves hard pressed to keep 
up with what may prove to be 
expensive experiments which can 
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be undertaken safely only by of confidence. This has been ac- 
larger companies with ample re- quired by being truthful and by 
sources. meeting our obligations fairly 
and equitably. 

Let us hope that company- 
producer ranks together will face 

Over the years our business the future with intelligence and 
has been so conducted that the vision and courage; at the same 
public has been justified in plac- time retaining those invaluable 
ing in it a most enviable degree attributes of integrity and ethics. 


In such cases merger may be 
the only salvation. 





What’s ahead for 1961? Here, in capsule form, are the views 
of three company chief executives. 
Nicholas Dekker, President, America Fore Loyalty Group: 

The improvement in underwriting results anticipated early in 1960 
did not materialize as the year progressed. Record fire losses, the de- 
vastation caused by Hurricane Donna and the less than hoped for 
improvement in automobile claims all played their part in these dis- 
appointing results. There is some basis for cautious optimism that 
1961 will produce a resumption of improving results. 

There has been further expansion of the package policy market 
which can be expected to continue through 1961 and into the fore- 
seeable future. New package combinations for non-manufacturing 
commercial and industrial risks are in various stages of development. 
The attractiveness of the larger average policy premiums developed by 
these combinations of coverages is occasionally tempered somewhat 
by the realization that such package policies are marketed at rates per 
unit of exposure substantially reduced from the level of the tariff rates 
at which the component coverages would be written separately. The 
eventual underwriting complications that will evolve from such a 
trend are obvious. 

One of the difficult carry-over tasks from previous years is the 
development of a new pattern for fire and casualty rate regulation. A 
generally acceptable solution of this problem will be difficult if not 
impossible to achieve. The majority thinking currently appears to 
favor greater competitive “opportunities” despite the historical haz- 
ards of a course of free and open competition. 
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The need for utilizing a steadily larger share of the premium dol- 
lar in the public interest continues. Only by this means can the com- 
petitive opportunities in the business be reasonably equated. Careful 
attention to the expense portion of the premium dollar must continue. 
Automation and the elimination of unnecessary or outmoded frills 
and practices should produce worthwhile economies. 

The seductive popularity of so-called “independence” from rat- 
ing bureaus persists. In due time it would be expected that this trend 
would alter materially the pattern of fire and casualty ratemaking 
bureau operations. It is axiomatic, however, that the appeal and tem- 
porary competitive advantages of such “independence” will vary in- 
versely with the number of companies following this route. 


W. E. Pullen, Chairman of the Board and President, U. S. 
Fidelity and Guaranty Company: 

For 1961, I anticipate an intensification of competition, particu- 
larly in the fire lines. The present trend toward changes in forms, 
coverage and rating should continue into the year. Barring unforeseen 
national developments, there should be a general firming-up of the 
business. I feel there will be some general improvement. 


Lyman B. Brainerd, President, Hartford Steam Boiler In- 
spection and Insurance Company: 

I expect 1961 will bring an even greater awareness by industry 
of its need for the accident-prevention and underwriting facilities 
provided by the companies writing boiler and machinery insurance. 

The consequences of accidents to boilers, process vessels and 
power machinery can be so costly in both property destruction and 
plant shutdowns that few managements choose to be without the dual 
protection afforded by inspections aimed at lessening the likelihood 
of accidents, and by the monetary indemnity a Soiler and machinery 
insurance policy provides for the safeguarding of corporate assets 
and profits. 

The year should also see additional utilization of insurance cov- 
erages embodying the use of high deductible limits and broader acci- 
dent definitions. In this way the benefits of inspection are provided 
for the objects on which production depends and indemnity is avail- 
able against losses larger than the specified amount which a concern 
feels it can readily absorb. 
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THE FIDELITY BOND: 


i @a , ( 
Ayn Iuitation lo C Yones ly 


By Don G. Campbell 
Business Editor, Indianapolis Star 


Of more than $1 billion a year stolen by employees from business firms in 
the United States, less than 3 per cent is recovered from fidelity insurance 
companies because of inadequate or non-existent coverage, according to the 
following article which appeared originally in the Indianapolis Star. It is re- 
printed by permission of the author, who cites some interesting data on the 
subject and some thought-provoking comments by a New York management 
consultant specializing in shortage controls. 


E IS IN HIS MID-30s, married 
with two children, well re- 
spected in the community and 
employed by a firm in which he 
holds a job that is often described 
as being a “middle management” 
position—a better-than-average 
white-collar classification. 
The fact that he is also a thief 
is as sad as it is puzzling at a 
time in history when church at- 
tendance is at an all-time high. 
As a working member of a 
secret fraternity in the country, 
he and the others like him are 
lifting approximately $4 million 
a day from their employers in the 
form of cash and merchandise— 
more than $1 billion a year of 


which less than 3 per cent will 
ever be recovered from fidelity 
insurance companies because of 
inadequate or non-existent cov- 
erage. 

Whether our light-fingered em- 
ployee with his open face and 
host of friends is ever caught, or 
not—and a fantastically high 
number of embezzlement cases 
go blithely on, undetected, for 
10, 20 years or more—the pre- 
valence of the crime today is in- 
dicative of a disturbing rot spread- 
ing through the public’s morality. 
Statistically, in fact, according to 
a report cited recently by Nor- 
man Jaspan, a New York man- 
agement consultant specializing 
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“INVITATION TO HONESTY” 


in shortage controls, it has been 
found that one out of every four 
employees steals, to some degree, 
whenever “he feels certain he 
can get away with it.” 

At the same time, ironically, 
there is also evidence that 99 out 
of every 100 employees who 
eventually steal from their bosses 
were fundamentally honest when 
they started on the job. If it is 
the presence of temptation, then, 
that makes a man a thief, the in- 
teresting question arises as to 
who is more morally at fault for 
his downfall—the man who steals, 
or the man who lays the temp- 
tation before him? The law, being 


the way it is in its worship of 


“intent” as a standard, is pretty 
clearly defined. 


The answer to the problem, 
Jaspan said in a recent speech, 
“does not lie in establishing a 
gestapo-like environment, with 
lie detector tests given to one and 
all with wild abandon, without 
concern for the sanctity of the in- 
dividual and his conscience. It 
is far more important that man- 
agement make a realistic evalu- 
ation of what it is fighting and 
spend its time and effort in pre- 
venting what has become our na- 
tion’s most dangerous moral 
malignancy.” 

As a deterrent to thievery and 
embezzlement, Jaspan believes, 
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business generally does not fully 
appreciate the value of bonding 
employees. A study of this, he 
said, shows that employees who 
know they are bonded are far 
less likely to steal than those who 
are not bonded or are not aware 
that they are covered by a fidelity 
bond. 


Ana yet, in an extremely high 
number of cases, not only are 
employees unaware that they 
ARE bonded, but so are their 
bosses ignorant of whether or not 
their company carries honesty 
insurance, or if they do, the type 
carried, or even the name of the 
carrier. 

Here, Jaspan feels manage- 
ment is falling down miserably 
in its responsibility for keeping 
its employees honest. Practically 
no effort is made today to sell 
employees on the fact that being 
bonded is—in effect—a badge of 
honor, unobtainable by anyone 
with a history of dishonesty. In- 
stead, in too many cases, it is 
shoved, self-consciously, at the 
employee in about the same way 
that he might be asked to leave 
a good, profile-photograph of 
himself on file with the local 
police. 

Not wholly the fault of em- 
ployers, Jaspan said, the insur- 
ance industry, toc, “cannot be 
exonerated from the charge that 





by not effectively publicizing its 
service it is allowing the work 
place to often become a school 
for dishonesty.” 


Uni pure and simple honesty 
gets some more active backing, 
he said, we can expect the annual 
cost of employee thievery to con- 
tinue its usual pattern: 
(1) Amounting to a loss of 
more than $1 billion. 
(2) Resulting in more than 
$5 billion in kickbacks. 
(3) Driving more than 250 
firms out of business. 


“INVITATION TO HONESTY”’ 


(4) Costing consumers as 
much as 15 per cent more on 
their purchases to make up the 
losses. 
“The problem,” according to 

Jaspan, “is.essentially a moral 
one. If allowed to flourish, it not 
only can destroy honest em- 
ployees, entire communities, but 
even our values of decency and 
fair play. It is to this great task 
that insurers, together with other 
responsible members of the com- 
munity—the clergy, the business 
executive and the union leader— 
should address themselves.” 


We shall not achieve a better public relations standing for the busi- 
ness of property and casualty insurance until and unless we achieve 
greater unity within our own ranks. The differences between com- 
pany management and producers, I am sure, have had their effects 
upon our standing in the public’s mind, and these effects certainly 
have not been for the best. 

When these differences are discussed publicly and heatedly, as they 
sometimes are, the effect is disastrous. The public will not think well 
of us if we do not speak well of ourselves. Differences among the 
various groups in the business of insurance should be discussed and 
settled in private. Family quarrels have no place in the public print. 
And I need hardly to remind you that a house divided against itself 
cannot stand. 

It shall be the purpose of Insurance Information Institute to seek 
cooperative relationships within our business ranks and to confirm 
them. It shall be our purpose to contribute toward a unified industry; 
to build understanding within our industry as well as without; and 
to build an atmosphere of public approval in which our business may 
operate with confidence and respect. 

J. Carroll Bateman, General Manager 
Insurance Information Institute 
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Court Decisions 
CVIII—Alan Greller of the New York Bar 


Liability of Home Owner—A home owner engaged a moving firm to move 
some furniture from his home. While the moving firm’s employees were attempt- 
ing to move out a heavy stove, one of them was injured when his foot went 
through the top step of a stairway, causing the stove to fall on his right leg. 
Claiming that the home owner knew or should have known that the step was 
defective and failed to warn him of the defect, the injured employee sued the 
home owner. The trial court directed a verdict in favor of the home owner, but 
on appeal the appellate court held that there was sufficient evidence to raise a 
question as to whether the home owner had been negligent, and reversed the 
judgment. (Wilson v. Conlin (Mass. 1959) 154 N.E. 2d. 894.) 

Liability of Self-Service Laundry—A woman, while washing clothes in a 
washing machine assigned to her in a self-service laundry got her fingers 
caught in the electric wringer. She tried to work the safety release on the 
machine but the device did not work. She then tried the turn-off switch 
which also did not work. Before the attendant could stop the machine her 
hand and arm were drawn into the wringer up to the elbow. In her suit 
against the laundry operator, the defendant contended that her complaint 
should be dismissed because the statement that she had got her fingers caught 
was an admission of contributory negligence. The court, however, resolved 
the question in favor of the injured woman, and the order was affirmed on 
appeal. (Stephens v. McGuire (Kans. 1959) 334 P. 2d. 363.) 

Liability of Theater Owner—As a man was seated in a theater watching a 
motion picture he observed that another man was ushered to the aisle seat in 
his row and that as he took his seat he leaned over and placed something in the 
aisle. Later the first man left his seat to go to the rest room and was injured when 
he fell over the object in the aisle, which turned out to be a small suitcase. He 
sued the theater for damages for the injuries and the jury brought in a verdict in 
his favor. The appellate court affirmed the judgment, holding that it was reason- 
able for the jury to have found the theater negligent in failing to discover the 
suitcase and remove it to a safe place. (Constantine v. Proven Pictures of Bos- 
ton, Inc. (Mass. 1959) 155 N.E. 2d. 806.) 
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How one major city, through use 
of a rigid enforcement plan initi- 
ated by a police district com- 
mander, has managed to curb 
auto thefts, joy-riding and other 
offenses. 


HE TIME: JUNE 1958... It 

was a warm night as Captain 
Frank J. Battaglia sat in his office 
in Baltimore’s southwestern dis- 
trict police station staring at the 
cold statistics before him. 

Auto thieves were stealing 
more than two cars a day in his 
district alone. In 1957, a total of 
4,739 had been stolen in the city 
—a figure which 
won for Balti- 
more the dubi- 
ous distinction 
of being ranked 
in the first five 
cities in the 
United States in d 
car thefts. Captain Battaglia 

Captain Battaglia had a plan, 
which he put into operation 
shortly after that warm night in 
mid-1958. 

His plan cut the auto theft 
rate nearly 30 per cent by the 
end of 1959. To be exact, 29.71 
per cent. 

That’s SUCCESS. 

Is the plan costly? Does it take 
a lot of manpower? 

Will it work elsewhere as well? 
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DUSK TO DAWN PATROL 


The answers to the first two 
questions are NO. 

Only by TRYING it can an- 
other municipality get the answer 
to the third one. 

As it turned out, the so-called 
Battaglia Plan not only curbed 
auto thefts sharply, but also (not 
surprisingly, since an automobile 
is used in the commission of 
most crimes) led to the solution 
of many even more serious of- 
fenses. It also led to the appre- 
hension of numerous drunken 
drivers and other motor vehicle 
law violators. 

Every one of these offenses, 
directly or indirectly, affects both 
insurer and insured. 

Captain Battaglia had no 
magic formula; rather his plan 
in effect was merely to apply to 
his specific problem on an every- 
day basis a police procedure 
which usually is employed only 
sporadically. 

He ordered all of his men 
to stop automobiles during 
the late evening hours and 
early morning hours, espe- 
cially those whose occupants 
were teenagers. 

It was a known fact that the 
majority of cars stolen were taken 
by youngsters for joy-riding 
rather than by organized hot car 
rings. 

The policemen were to be 
polite but firm in asking for 
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proof of ownership of the car. 
In addition, they were to look 
the occupants over carefully 
and also examine the con- 
tents of the car for suspi- 
cious goods or merchandise. 


The plan was an almost im- 
mediate success. 

It wasn’t long before the word 
got around to the teeners. 

Only 53 automobiles were 
stolen in July 1958, as against 
75 in the corresponding month 
in 1957. In August 1958, only 48 
were stolen compared with 61 in 
August 1957. 

Following this success in the 
southwestern district, high police 
officials recognized the plan’s po- 
tential and put it into operation 
on a citywide basis. 

It proved even more successful. 

From January through June 
1958, before the plan went into 
effect, 464 more automobiles were 
stolen than in the same period 
the previous year. From July 
through December, after the plan 
was adopted, 718 fewer cars were 
stolen than in the corresponding 
period in 1957. 

That’s REAL SUCCESS. 

Then came the inevitable court 
case to test the plan. 

A man was arrested in one of 
the car-checks with a forged draft 
card. 

The attorney general of Mary- 
land was asked for an opinion on 





oe 


Baltimore Patrolmen Joseph R. Ford, Sr. (left) and Edward Gunning talk with 
youthful occupants of a car halted during a routine after-dark patrol. Most of 
those stopped (like those shown here) are innocent of any wrong-doing, but 


others wind up in court. 


the legality of stopping automo- 
biles for the dusk to dawn check. 
It was legal, he ruled. 

The accused, in Federal Court, 
filed a motion for dismissal on 
grounds of an illegal search. 
Judge W. Calvin Chestnut denied 


the motion and instead com- 
mended Captain Battaglia saying, 
“It is a wonderful way to detect 
and prevent crime.” 

Baltimore continues its march 
against the car thief. 

An average of 3000 cars is 
stopped and checked each week 
in the city. The large amount of 
newspaper publicity given the 
plan has helped. 


It is believed that hundreds 
and possibly thousands of poten- 
tial joy-riding teenagers refrain 
from taking a car now because 
they know their chance of being 
stopped and arrested has greatly 
increased. 

In January, 1960, Captain Bat- 
taglia was named “Policeman of 
the Year.” It was for his idea and 
hard work in the stolen car field. 

The plan was described as a 
major deterrent to auto thefts 
and other crimes—and 4s such, 
the only major innovation in 
Baltimore police work in many 
years to show such statistical 
effectiveness. 
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RECOMMENDED READING 


. The staff of the Library of the Insurance Society of New York 
will review current literature, selecting significant material with 
source, that should not be overlooked in keeping informed on 

ja insurance matters. 


Insurance; Its Theory and Practice in the United States. 5th edition. Albert 
H. Mowbray and Ralph H. Blanchard. 

New York, McGraw-Hill Book Company, 1960. 590 pp. $7.50. 

The latest revision of the standard text by Dr. Blanchard who is professor 
emeritus of insurance, Graduate School of Business, Columbia University. 

Insurance and Public Policy: a Study in the Legal Implementation of Social 
and Economic Public Policy; Based on Wisconsin Records, 1835-1959. Spencer L. 
Kimball. 

The University of Wisconsin Press. 1960. 340pp. $6.00. 

(Augmented edition $7.50.) 

A thorough but readable analysis of the interrelation of the insurance busi- 
ness, the law and society in Wisconsin. 

Fire Insurance Rate Making and Kindred Probiems. 

New York, Casualty Actuarial Society, 1960. 155pp. $5.00. 


Studies by members of the Casualty Actuarial Society compiled by the edu- 
cational committee of the Society. 

Step by Step; an Office Manual for Insurance Agencies. 2nd edition. Richard 
J. Layton. 

Indianapolis, the Rough Notes Co., Inc., 1960. 95pp. $3.00. 

An attempt to cover all aspects of local agency office procedures. 


Personal Lines Insurance. Harold F. Gee. 

Indianapolis, the Rough Notes Co., Inc., 1960. 218pp. $3.00. 

This is another in the Rough Notes’ Agent’s Guide Series. Covers dwell- 
ing building(s) and contents, homeowners policies, comprehensive personal lia- 
bility and automobile insurance. 


Fundamentals of Property and Casualty Insurance. Revised edition. Richard 
M. Heins. 

Philadelphia, the American College of Life Underwriters, 1960. 16pp. $1.00. 

A brief presentation designed for use with the C.L.U. Study Guide. 


How Successful Agents Advertise . . . Successfully. 
The Insurance Advertising Conference. 39pp. $1.00. 
Seven chapters deal with various phases of insurance agency advertising. 
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Back Yard Bonanza 


Are Independent Agents Making the Most 
of Their “Prospecting” Opportunities? 


By Kenneth O. Smith 


HE REV. DR. RUSSELL H. CON- 

WELL, noted lecturer and 
founder of Temple University in 
Philadelphia, used to tell the story 
of Ali Hafed, a farmer in ancient 
Persia who so desired worldly 
riches that he sold his land and 
traveled afar in search of a dia- 
mond mine. 

His successor on the farm by 
chance found a valuable diamond 
in the sands of a stream on his 
land. Further exploration uncov- 
ered acres of diamonds — the 
world-famous Golconda mine 
which produced gems of exquisite 
beauty. 

Ali Hafed’s big mistake was 
that he overlooked the possibili- 
ties of prospecting first in his own 
back yard. Are you, as an inde- 
pendent insurance agent, making 
a similar mistake? Take a look 
in your own back yard; there’s 
treasure there for the finding. 

Let’s do a little “prospecting.” 
Across the nation generally, the 


population has been mounting 
steadily. In New York State, for 
example, the 1960 census re- 
flected an increase of 12.3 per 
cent in the last decade; the com- 
bined population of Nassau and 
Suffolk Counties more than dou-. 
bled. And as the population 
grows, the demand for housing 
and other construction and serv- 
ices also increases. 

A report of the New York 
State Department of Commerce 
shows that construction contracts 
awarded in that state increased 
from $1,653,000,000 in 1951 to 
$3,557,000,000 in 1958, a rise of 
115 per cent. Non-residential con- 
tracts (excluding public works 
and utilities) increased from 
$653,000,000 to $1,124,000,000. 
While part of this increase must 
be attributed to inflation, there 
has been a tremendous new 
growth in the economy—not only 
in New York State but country- 
wide. 


THE JOURNAL OF INSURANCE INFORMATION 175 





BACK YARD BONANZA 


Has the number of new clients 
in your office increased in propor- 
tion to the population increase in 
your community? Do you have 
your share of the new business 
establishments serving the com- 
munity? 


In addition to new construc- 
tion, new retail and service estab- 
lishments and new factories, there 
have been inflationary influences 
at work. According to federal in- 
dexes, construction costs and 
consumer prices in 1958 were 16.3 
rer cent higher than in 1951. Add 
these inflationary influences on 
the value of real and personal 
property to the economic growth 
previously cited, and you have 
additional sources of premium 
treasure among your clients 
whose property values must be 
protected adequately. 

One progressive agent with 
whom I talked recently estimates 
a steady increase of premium vol- 
ume from present clients at a rate 
of about 3 per cent a year simply 
as a consequence of increased 
values. In many cases, he said, 
additional coverage was ordered 
each year to reflect higher con- 
struction costs, the additional 
values represented in new or in- 
creased cost of machinery and 
fixtures plus larger stocks of ma- 
terials, supplies, finished products 
or other contents held by clients 
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to fill the needs of the swelling 
population. 

While this would all appear to 
be expected as a natural result 
of the inflationary pressures and 
economic growth of recent years, 
premium volumes written in the 
period under discussion do not 
follow the trend. Apparently 
there are diamonds yet undiscov- 
ered in your back yard. 

Several professional agents told 
me that the prospecting tool they 
use to recognize the inflationary 
infiuences is account selling. I am 
not the qualified person to tell 
you how to get your share of in- 
creased premiums but you may 
like to hear more comments from 
your fellow agents. Each agent I 
talked with stressed the impor- 
tance of gaining the confidence 
of the insured. Just as the busi- 
nessman gets his medical care 
from his doctor and his legal ad- 
vice from an attorney, he will put 
his insurance needs in the hands 


Mr. Smith is gen- 
eral manager of the 
New York Fire Insur- 
ance Rating Organ- 
ization. 





New business—do YOU have YOUR share? 


of a professional. So don’t ask a 
businessman for a piece of his in- 
surance. To do a professional job, 
you should consider your client’s 
total insurance needs, and to do 
that job intelligently, it should be 
done by one producer. You must 


be able to obtain accurate infor- 
mation on the property values of 
your client. Convince him of the 
desirability of appraisal service 
for building and machinery, fur- 
niture and fixtures values. The 
businessman’s accountant usually 
will support your reasonable re- 
quests for information. Keep in 
mind the seasonal peaks of your 
insureds — Christmastime for 
some, Easter for others. Also re- 
member that the trend in busi- 
ness is to increase tie variety as 
to lines of merchandise, and this 
has a direct influence on stock 
values. 

One agent said that the first 


step in prospecting an account 
begins with the agent’s own office 
file. If the file on the client is not 
kept in an up-to-date condition, 
the agent is at an immediate disad- 
vantage. On the other hand, with 
good agency records, often a tel- 
ephone call at the right season 
will produce additional premi- 
ums. If you write a letter, be pre- 
pared for a follow-up of some 
kind, because the written word is 
not as effective as the personal 
call or visit and simply doesn’t 
produce the same rate of results. 

These are only a few sugges- 
tions. By using these and other 
tested tools of the progressive 
agent, you will find treasures in 
your own back yard in the form 
of uninsured values in existing 
accounts as well as those proper- 
ties of the new storekeeper or 
manufacturer. Be sure you are 
getting your share. 
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Soothing touch. A nervous bandit 
who held up a Detroit drugstore made 


the pharmacist give him a bottle of 


tranquilizer pills as well as the cash 
register contents. 

Accentuating the negative. As an 
expert marksman in Russell, Kan., 
was showing young folks the proper 


way to handle a rifle, he shot himself 


in the foot. 


if at first... An Elmira, N. Y., 
motorist involved in his fourth serious 
traffic crash in 12 years, suffered his 
first personal injury—a sprained finger. 


Fire prevention in reverse. When 
a Jacksonville, Fla., motorist discov- 
ered his car’s rear end was on fire, he 
merely backed the machine down an 
embankment into a brook 
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Safety begins at home. A twister 
which struck a Carl Junction, Mo., 
barn lifted it and blew it to pieces 
without the smallest injury to the 14 
head of livestock that remained 
behind. 


Connoisseurs. When burglars 
couldn’t open a London establish- 
ment’s safe after an all-night try, they 
left a note reading, “Well made.” 


fay 


Wa, yey, 


Ant-agonists. Termites are invad- 
ing American homes at the rate of 
5,000 houses daily, according to a 
University of Missouri entomologist. 


Quick service. An insurance man 
attending an auto-blessing ceremony 
at Creusot, France, accidentally 
backed into and smashed the front 
end of a car he had insured just one 
hour earlier. 


Busy signal. Bandits who broke 
into a Colorado Springs, Col., home 
and took food, clothing, rugs, drapes, 
ash trays and light bulbs, returned the 
next night to steal the telephone. 





LET'S BE REALISTIC 


T SEEMS SAFE TO SAY—regret- 

tably—that the average Amer- 
ican consumer buys on a price, 
rather than quality, basis. While it 
is true that many insurance cus- 
tomers will pay more for good 
service, too many others feel that 
they will never need service, so 
they buy the cheapest available 
insurance product. 

What does this mean to our 
American Agency System? Sim- 
ply this: If we (and my company 
has been an agency company 
since 1854) are to continue to 
compete and at the same time 
preserve our reputation for ex- 
cellent service, we must readjust 
our pricing machinery to attract 
a better selection of risks to our 
account. 

Any great system such as ours 
needs some overhauling and in- 
ternal adjusting from time to 
time. And in the process we must 


Pe Coe 


Oe ok ned 


A Company President Says 
American Agency System 
Must Gear Itself to 

Meet the Competition 

By John A. North 


be more realistic and less com- 
placent, and assume the offen- 
sive more often. We must under- 
stand the economics of our own 
operations and their practical 
application in the market place. 


Poaseiumn higher loss ratios 
are here to stay. Furthermore, 
our state regulatory authorities 
generally are not disposed to 
recognize that rates are adequate 
only when they both meet higher 
losses and allow for a fair profit. 
Thus if any profit at all is to be 
squeezed out of the earned pre- 
miums, both companies and their 
agents will be compelled to re- 
duce further their respective 
expenses. 

Some of this movement is well 
along, at least at the company 
level. Uncontrollable expenses 
are almost impossible to shave. 
Such items as taxes, board and 
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association assessments, loss ad- 
justing expense, fringe benefits, 
auditing, examining by state au- 
thorities, certain communications 
and printing leave little room for 
more than fractional savings, and 
these have already just about been 
exhausted. Salaries, travel ex- 
pense, data processing, advertis- 
ing, postage, telephone, dues and 
charitable contributions are about 
all in the list of controllable items, 
and none of these holds much 
room for adjusting now. 

Thus we come to the largest 
item of expense—agents’ com- 
missions. 

It is interesting to compare the 
expense breakdown of direct 


writing and/or non-agency com- 
panies with those of agency com- 


panies. They are not much apart 
on loss ratio, although their losses 
are figured against a lower unit 
premium, to be sure. But with 
slight variation, there is no great 
difference on other operating ex- 
penses, before federal income 
tax, except sales expense or 
agent’s commission. In fact, their 
prices are generally gauged to 
recognize this important differ- 
ence. 

To further complicate the pic- 
ture for stock agency companies, 
we find our own agents occa- 
sionally weakening their position 
by selling policies in “cut-rate” 
companies when they run into a 
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little price competition, instead 
of trying to first justify a fair 
charge for their own valued 
service! 


— is every indication that 
commissions will be gradually 
adjusted downward as time goes 
on. The effect should be reflected 
in the rate. This is the largest but 
not the only area of expense that 
has not been adjusted to its eco- 
nomic level. However, there are 
many ways in which I believe the 
agent could save expense that 
might conceivably equal such an 
estimated adjustment. This would 
include continuous policies, re- 
newal certificates, direct billing, 
and merging some of the me- 
chanical operations with other 
agents. Continuous policies and 
direct billing are particularly 
adaptable to class-rated and class- 
underwritten risks, such as autos, 
dwellings and homeowners 
policies. 

While groups of agents could 
combine their policywriting, bill- 
ing and accounting, there may be 
other objections to this and, any- 
way, the use of electronic data- 
processing equipment by com- 
panies today probably points to 
more efficiency and a more prac- 
tical solution to these mechanical 
costs. The agent needs more time 
to call on customers and pros- 
pects, and we need to relieve him 





of some of the expensive mechan- 
ical detail. The agent can still 
realize as much net profit, I be- 
lieve, even at lower rates of com- 
mission, and our product can be 
priced at a more competitive 
figure, which will aid sales vol- 
umes and improve our selection. 


— is still another item of 
expense wherein the direct writer 
has an expense advantage over 
us—the state premium tax. For 
sake of illustration, let us say the 
tax is 3 per cent—some states 
more, but that is about the aver- 
age. The tax is applied to the 
gross premium, which in our case 
includes commission. For exam- 
ple, a premium on a risk is $100. 
The state tax is $3. We receive a 
net premium of $80 after the 
agent deducts $20 for commis- 
sion, but the tax then represents 
3.8 per cent of $80, which is all 
of the premium we see, and the 
agent of course pays no tax on 
the $20. The direct writer, on the 
other hand, also receives $80 
which is net and gross. The 3 per 
cent tax is $2.40—a 60-cent differ- 
ence in the amount to be remitted 
to the state, on the same or com- 
parable risk. Multiply by a mil- 
lion and you can see we are talk- 
ing about real money. How happy 
we would have been these past 
five or six years to have had 60 
cents’ profit in every $100 of 
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premiums! Had we been ona 
net-rate basis, for instance, we 
could have reduced our taxes to 
the states by several million dol- 
lars, and there is no justice in 
paying a tax on an agent’s com- 
mission anyway. 

It is true that legislation would 
have to be revised to resolve this 
matter, but perhaps we should 
fight more aggressively for legis- 
lative reforms. Certain it is, we 
spend enough money now at 
hearings trying to get adequate 
rates, and attending legislative 
commission sessions, answering to 
legal maneuvers of independent 
companies, and taking no end of 
abuse from those trying to make 
political “hay” from the publicity 


John A. North 


Mr. North is president of the 
Phoenix of Hartford Insurance Com- 
panies and of the National Board of 
Fire Underwriters. He also holds sev- 
eral important directorships and trus- 
teeships as well as executive posts in 
various national insurance industry 
groups. 
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attendant upon attack of the cor- 
poration whose sound manage- 
ment has made its policies the 


strongest and best protection. If 


this same energy could be directed 
by us to obtaining some effective 
changes in legislation, both tax- 
wise and otherwise, there might 
result some better conditions for 
both of us. 

While mentioning taxes, I must 
not pass up the opportunity 
to pay my respects to the federal 
income tax treatment. Stock com- 
panies like mine do not ask for 
any different treatment than that 
applicable to other corporations 
in business for profit. The present 
normal rate of 52 per cent of net 
profit, before dividends to stock- 
holders, is a drag on business ex- 
pansion, but it is the same for 
all, except a few privileged com- 
panies and co-operatives. For 
instance, our mutual competitors 
are fortunate in being subject 
only to 1.1 per cent tax on gross 
income. That, to be sure, is bur- 
densome when they have under- 
writing losses. Under similar 
conditions a stock company 
would pay no tax, nor would any 
corporation with an operating 
loss. But in years of profit, which 
are frequent for mutuai fire and 
casualty companies, it gives them 
quite an advantage. 

These differences are all further 
reasons for legislative reform 
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mentioned earlier and, in all fair- 
néss, it is time independent agents 
and their companies ceased being 
“whipping boys” for the politicos 
and regulatory authorities who 
wish to make an impression on 
the uninformed electorate. We 
have truly been too soft! 


W. certainly need to combine 
forces more than ever before. We 
need each other’s support much 
more than in the past. Strong 
evidences point to the necessity 
of our working out these internal 
adjustments amicably and mak- 
ing a more aggressive sales effort, 
together. Together, we could rec- 
tify many inconsistencies and un- 
fair situations which now exist. 
This is an area where company 
and agent should be in complete 
accord and present a united 
front. I fear that is presently not 
the case, and only the worst for 
both of us can result if not cor- 
rected. 

Again, let me urge agents to 
look with favor on eliminating 
as much office and time-consum- 
ing detail as possible to allow the 
placing of maximum effort on 
productive selling time with pros- 
pects. An agent’s income can 
more than double even with some 
down-grading of commissions. 
This is an economic truth, and 
your life insurance friends can 
prove it. 





An Agent Speaks: 


DISTINCTIVE or Discount? 


By Louis A. Follis, Jr. 


ECENT years have brought an 
R array of changes in the inde- 
pendent agency business and 
when confusion and commotion 
diminish, the perplexed agent 
wonders how to keep pace with 
all the shifting situations. Briefly, 
the problem is to reverse the trend 
of more work and less money 
into more efficiency and in- 
creased income. 

One key question that every 
agent should ask himself now is 
does he want to be known as a 
distinctive agent or a discount 
agent. If you advertise “For All 
Your Insurance Needs” or “Your 
Independent Agent Serves You 
First” or “P.S. Stands for Per- 
sonal Service,” are you truly 
servicing all of your clients’ needs 
and giving good personal service? 
Are you more industrious and is 
your knowledge of the business 
superior in all lines to that of 
the captive or discount agent a 
few streets away? If not, you 


might as well represent cut-rate 
companies and advertise to the 
public that you can get cheap in- 
surance for you have little else 
to offer. 

This month marks the comple- 
tion of my twelfth year as a part- 
ner in an independent agency 
established by my father in 1922. 
Over the years my early concepts 
of agency management have re- 
mained basically the same, but 
experience and added knowledge 
have broadened and altered some 
of my original viewpoints. My 
method of operation, with per- 
sonal shortcomings, has worked 
well for me and I hope that some 
of my comments will be of inter- 
est and value to my fellow inde- 
pendent agents. 

Incidentally, I scan every bit of 
insurance or business literature 
that comes into my home or 
office and many times find noth- 
ing of inspirational or educational 
value or disagree with the theories 
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of some writers. Other times, 
however, one sentence or one 
paragraph may find a place in 
my selling portfolio and reap 
future profits for me. 


At the outset I would like to 
state that our agency firmly be- 
lieves in the American Agency 
System and represents only sound 
stock companies. Intense compe- 
tition, primarily from direct writ- 
ers, coupled with ineptness and 
misjudgment in both agency and 
company ranks have battered 
this system, and sincere efforts 
should be made by both parties 
to close ranks and show a gen- 
uine spirit of communication and 
cooperation. We need each other. 


Being more specific, we have 
tried in our agency to cut detail 
by thinning out our companies 
and we now represent, with few 
exceptions, one large multiple 
line company with life and fire 
facilities and two other fire com- 
panies. Aren’t we, as agents, ad- 
vising our assureds to consolidate 
their insurance programs and 
place everything under one roof, 
and isn’t it logical that we do the 
same? We now have fewer reports 
to complete, spend less time with 
special agents and receive favor- 
able underwriting results because 
of our higher volume and loyalty 
to these companies. 
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We try, whenever possible, to 
write contracts on a long term 
basis and with common expira- 
tion dates. We also strive for the 
complete account and not sole 
policies, and look for good growth 
prospects. 


:. attempting to get good 
across-the-board business, we do 
a great deal of survey work for 
both life and casualty accounts, 
using a comprehensive question- 
naire as a Starting point. Any 
agent who is selling primarily 
automobile and homeowner lines 
and does not have life, bonds or 
commercial accounts is a weak 
link in the agency system. He is 
not giving the complete service 
which must be identified with the 
distinctive agent. 


Life insurance, including group, 
accident and health, is a tremend- 
ous source of clean, high com- 
mission business. Any established 
agency has entree into many 
homes and business firms and 
human life values are more im- 
portant than property values. 
Any sound life company has 
capable representatives to aid in 
group or complex presentations 
and not too much effort is 
needed to acquire a basic under- 
standing of life insurance. Sell- 
ing life insurance is more of a 





creative sales effort and the agent 
is not faced with many of the 
detail and competitive problems 
of most casualty lines. 

To make our surveys distinc- 
tive we usually have the individ- 
ual or firm name imprinted in 
gold on the cover. It is most 
pleasing to find rather cool and 
aloof people, who have “friends 
in the business” or “low cost in- 
surance” warm up when our sur- 
vey presentation is completed— 
and later give us control of their 
entire account. Their doubts and 
suspicions vanish, as well as their 
“friends in the business,”’ when 
serious deficiencies have been 
pointed out in their insurance 
program. 

OCD RAINED AE Rig PRT ON 


Louis A. Follis, Jr. 


Mr. Follis is a partner in the Follis 
Insurance Agency, New Haven, Conn. 
He is president of the New Haven As- 
sociation of Insurance Agents and 
chairman of the local boards com- 
mittee of the Connecticut Association 


of Insurance Agents. 


DISTINCTIVE ... OR DISCOUNT? 


It should be obvious, of course, 
that not all accounts are survey 
prospects and that after every 
survey, not all prospects are 
clamoring to become clients. 
Poor timing, unfavorable inter- 
view conditions and personality 
conflicts may result in a substan- 
tial investment of time with little 
or no financial return. Over a 
period of years, however, surveys 
have been the greatest source of 
business to our agency. 


It is also true that a great deal 
of the technical knowledge that 
we absorb over the years is super- 
fluous in our everyday work. If, 
however, we are trying to up- 
grade our prospecting and meet 
with higher income people, we 


need this reserve knowledge to 
meet complicated situations when 
they arise. 


In conclusion I would urge 


‘every independent agent to con- 


duct his business more and more 
on a professional basis and be- 
come known as a Career agent 
better equipped to handle all in- 
surance needs, rather than as an 
order-taker posing as an agent. 


Raise your sights by studying, 
surveying, servicing and being 
selective. You will find that build- 
ing a reputation as a distinctive 
agent pays off in both income 
and prestige. 
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SUCCESS 


in Insurance Advertising 


HE PROBLEM that confronts 
Tae insurance agent Is se- 
lecting the media and planning 
the advertising that will be most 
beueficial and profitable. This is 
not an easy problem. Advertis- 
ing, like insurance, must be care- 
fully planned to fit individual re- 
quirements and conditions. 
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One thing is certain... you 
can’t decide how to get some- 
where until you know where you 
want to go. After you’ve set up 
your sales goal, you'll want to 
pinpoint where the business 
needed to attain this objective 
will come from. In other words, 
you should define and advertise 





SUCCESS IN INSURANCE ADVERTISING 


your market. Here are some of 
the questions to consider: 
1. Where is your market? 
2. What is the nature—and 
the future—of your market? 
3. Who are the best pros- 
pects for your agency? 

Once you have established 
your sales goal and defined your 
market, you are ready to plan 
your advertising and select the 
media that will do the best job 
for your agency. 

On the subject of advertising 
budgets, one point should be 
made crystal clear from the onset. 
There is not—and never will be 
—a pat and valid formula for 
allocating a certain percentage of 
premium income for advertising. 
The reason is that the factors 
such as sales goals, markets and 
advertising rates that influence 
successful advertising vary sub- 
stantially with localities and 
agents. The only sensible course 
for you to follow is to plan your 
advertising program to achieve 
your sales objective in the light 
of local conditions, and then see 
how much it will cost. 

After you have launched your 
advertising program, it will be to 
your advantage to continually 


test its effectiveness. Keep a 
record of business that comes in 
from advertising so that you can 
determine which advertisements 
pulled the best and how your 
over-all program is working. It 
is desirable to test your program 
by asking people in your com- 
munity whether or not they have 
seen or heard your advertising; 
and if they have, what they think 
of it. The results of your testing 
will help you to evaluate your 
advertising and take steps to im- 
prove it. 

It is of the utmost importance 
that you understand the advan- 
tages and limitations of adver- 
tising as well as its function in 
relation to your over-all insur- 
ance operation. Advertising will 
not sell insurance by itself. It 
cannot replace the important per- 
sonal contact between you and 
your propects. It can, however, 
keep your agency’s name, your 
services and products before your 
prospects, and when used intelli- 
gently, can act as a catalyst in 
accelerating production and the 
growth of your agency. As such, 
advertising can be a profitable 
investment in the future of your 
business. 


Worry is a thin stream of fear trickling through the mind. 
If encouraged, it cuts a channel into which all other thoughts 
are drained.—Arthur Somers Roche, lawyer and author. 
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A NEW PLANNING AID 


The Buying Power Map 


By Harold E. Oviatt, Vice President, Sanborn Map Company 


AND CLASSIFYING 


OCATING 
| 8 prospects according to abil- 
ity to pay is a highly important 
phase of any well-conceived in- 
surance sales planning program 


on both the company and the 
agency level. 

It was primarily with this 
thought in mind that Sanborn 
Map Company, Inc., a few 
months ago undertook a project 


which may prove to be one of 


the most significant in the com- 
pany’s nine-decade history: the 


development of a new type of 


map portraying neighborhood 
buying power in metropolitan 
areas. 


Response in the first couple of 


months following initial announ- 
cement of the new buying power 
map clearly revealed, however, 
that its use will not be confined 
to “prospecting” functions alone. 
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Insurance company executives 
have indicated it can play an im- 
portant part in market research, 
in allocation of agency appoint- 
ments, in determining sales 
quotas, and in more careful un- 
derwriting of risks. Advertising 
managers see it as a means of 
compiling more discriminating 
mailing lists. For agents, the map 
can be useful as an aid to mail 
or personal solicitation, a guide 
to proper limits and a safeguard 
against collection problems. 

When we speak of the new 
buying power map, we are not, 
of course, speaking of a single 
map but of a type of map. The 
basic “unit” is a 17 by 22 inch 
map sheet which at the scale of 
one inch to 4,000 feet covers an 
area 12 miles wide by 15 miles 
deep, or 180 square miles (when 
folded twice, it occupies the 
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standard 8% x 11 inch square). 
The size of a metropolitan area, 
of course, determines the number 
of units necessary; Phoenix, for 
instance, is covered in only one 
unit while six are required for 
Philadelphia. 

Along with major streets, rivers 
and boundary lines, areas with 
homogeneous characteristics are 
outlined. For each neighborhood 
the total number and average in- 
come of households is given. Five 
different colors (represented here 
by grey tints) are used to locate 
households according to these 
five net income groups: $0-$2,499; 


$2,500-$3,999; $4,000-$6,999; 
$7,000-$9,999; and $10,000 and 
over. 

Consider the steps necessary 
to show that in neighborhood 
area 23 of the metropolitan area 
of Cincinnati (shown in the illus- 
tration) the 3,196 households in 
that area have an average income 
per household of $9,133. Under- 
lying this average are calculations 
based on the number of house- 
holds which fall into each of the 
five income classes listed above, 
the total income earned by all 
households in each income class, 
and the total income earned in 
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all classes. It is anticipated that 
publication of these details will 
themselves be of great interest to 
many research people, and we 
are now considering how this 
data can be offered as a supple- 
ment to the maps. 

For each metropolitan area, 
the maps extend to all residen- 
tial sections in and adjoining the 
principal city. 

We believe we may safely state 
that this type of graphic portrayal 
of graduated buying power loca- 
tions down to the neighborhood 
level has never before been pro- 
duced—except, perhaps, in iso- 
lated instances and on specific 
assignment from an individual 
company at great expense. Cer- 


tainly nothing has been done on 
the nationwide scope which we 
have undertaken for this project. 

I should hasten to add that the 
original idea was not solely ours 


alone; rather, it was the out- 
growth of conferences with Sales 
Management, Inc. and its affili- 
ate, Market Statistics, Inc., which 
are cooperating in the production 
of the buying power maps. 

As of January 31, 1961, buy- 
ing power maps will have been 
completed for: Albany-Troy, 
N. Y.; Atlanta; Cincinnati; Co- 
lumbus; Dayton; Denver; Hous- 
ton; Indianapolis; Louisville; 
Milwaukee; New Haven-Water- 
bury; Norfolk-Portsmouth, Va.; 
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Philadelphia; Phoenix; Portland, 
Ore.; Rochester; San Antonio; 
San Francisco-Oakland; San 
Jose, Calif.; St. Louis; Seattle, 
and Washington. Within the next 
six months it is anticipated that 
they will be available for the na- 
tion’s 50 largest metropolitan 
county areas. In the area covered 
by these 50 cities, there are 24.2 
million households (47% of ali- 
households in the United States) 
accounting for an estimated 53 
per cent of the country’s total net 
effective buying power. 

Eventually we plan to put all 
neighborhood data on punch 
cards so that all sales analysis 
now possible on a county level 
with the use of punch cards can 
be done on a neighborhood level. 

After more than nine decades 
of serving the insurance industry 
with our “principal product”— 
the fire insurance map—it is only 
natural that much of our think- 
ing and planning in developing 
the buying power map should be 
centered around its potential 
uses for insurance producers and 
companies. We feel that demand 
for it will be heavier from insur- 
ance than any other industry or 
field. 

However, it is our expectation 
that the new map will appeal to 
many other types of business and 
industrial organizations as well as 
developers and planners. 





READERS ~ rew points 


Gentlemen: 

We are very much impressed with 
the contents of the. Journal of Insur- 
ance Information. The November- 
December 1960 issue is certainly full 
of ideas that the wide awake local 
agent can use in the intelligent pro- 
motion of his business, and we sug- 
gest that the agents use the material 
in these Journals as a sort of basic 
guide in the promotion of intelligent 
sales at the local agency level. 

We are wondering if the “Ten Com- 
mandments for Traffic Safety,” as 
referred to on pages 16 and 17 of this 
issue, are available in a small circular 
form that can be used and sent out 
freely to policy holders, the public, 
etc. Would we, as a local agent, be 
allowed to use these Ten Command- 
ments as an advertisement in our local 
daily paper? 

Martin Mullally 
Campeau, Mullally & 
Meier, Inc. 
Muskegon, Mich. 
Reprints of the ‘‘Ten Command- 
ments’’ are available in limited 
quantities. —Editor. 


Dear Sir: 

Your article, “Repairability Takes 
a Front Seat,” was wonderful and 
brother let me just make a guess 
(rough) that dealers are making more 
profits on repairs especially body and 
fender work than possibly new car 
profits with their tremendous trade- 
in allowances. 


The devil with streamline and swept 
wing; back to a 6 cylinder; forget two 
tone paint jobs and all fancy gadgets. 

John C. Murphy 
The Garrison-Murphy Agency 
Red Bank, N. J. 


Gentlemen: 

It was with much interest that I 
read your article on the subject, “Re- 
pairability Takes a Front Seat.” I have 
been discussing this on a local basis 
for many years and have been ata 
complete loss to understand why the 
manufacturers of automobiles have 
been so completely disregarding the 
expense angle of the present day auto- 
mobile all the way up and down the 
line. I am glad to see that the com- 
panies have been acting in a construc- 
tive and serious manner on this. 

Wm. E. Stewart 
R. P. Stewart Agency 
Natchez, Mississippi 


Dear Sir: 

Mr. Ratcliffe’s comments in “Fields 
for Learning” (September-October 
issue) are timely and thought provok- 
ing. It is astounding that apparently 
no one has made the effort to deter- 
mine “How many Thomases, Richards 
and Harrisons does the insurance 
business need?” Would this not be 
a worthy undertaking for some all- 
industry group such as the Association 
of Casualty and Surety Companies? 
As a possible alternative it would 
seem to be a question which might 
be the subject of a doctoral thesis or 
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a CPCU chapter research project. 
Mr. Ratcliffe implies that the great- 
est number required are Harrisons. 
This seems to be an industry consen- 
sus with which I disagree strongly. In 
fact, this could be the cause of many 
industry difficulties today. 
R. E. Breeden, Jr., CPCU 
The Ferd. Marks Insurance 
Agency, Ltd. 
New Orleans, La. 
Harrison was represented by Mr. 
Ratcliffe as a youth destined to 
enter the insurance business; a ‘‘very 
nice’’ boy but one with less native 
intelligence and ability to learn than 
either ‘‘Thomas"’ or ‘Richard.’ — 
Editor. 


Dear Sir: 

I teach insurance at Stonehill Col- 
lege here in North Easton, and expect 
to “cull” many items of interest from 


the Journal for my classes. 

Keep up the good work, and maybe 
from the combined efforts of all of us, 
we might open a channel among our- 
selves as producers, from us to our 
companies, and all of us (producers 
and companies) to our public. 

Abraham Brooks 
North Easton, Mass 


Dear Sir 

In your December edition of “The 
Journal,” Porter Ellis states, “Time 
and time again history has proven that 
this system (Stock Agency System) of 
insurance is the one that is the most 
suitable and most acceptable for the 
American public.” 

Why is the stock company system 
superior to the mutual system? In all 
my studies as an employee of a stock 
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company independent agent—and a 
good one—I have been given the mes- 
sage, but not the reason. And I have 
asked many. Have others had this 
experience? 
Not disputing. Just want to know 

why. 

A. Suarez 

Williams Insurance Agency 

Dade City, Florida 


Dear Sir: 

I reviewed the editorial page in the 
November-December, 1960 issue of 
The Journal and read with interest 
the comments of C. H. Eckford of El 
Paso, Texas, in respect to the com- 
prehensive glass policy. 

To my way of thinking the glass 
policy deserves the word “compre- 
hensive” more than any other type of 
policy. Basically it has only two ex- 
clusions and removable limitations, 
which certainly make it a very liberal 
contract. 

Richard L. Mills 

State Automobile Insurance 
Association 

Indianapolis, Ind. 


Editor: 

My sincere congratulations for a 
fine magazine. Mighty interesting and 
just full of good stuff regarding our 
troubled industry. 

Clare L. Williams 
Oklahoma City, Okla. 
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